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INTELLIGEICE MENORANDUM NO. 233
SUBJECT: U5 Shipowmer Defies Natlonalist Closure of Shanghal

The sction of a US shipowner in defying the Nationalist fglosure®
of Shanghai may provide an advautage %o oither the Chinese Nationalists
or the Chinese Commmists, and has already resulted in a loss of B

prestige,

The Chinese Nationaliste hawve enforced thelr declared closure of
the port of Shanghal by interespting two US-flag vessels departing from
the port ani a third 1S ship attompting to enter Shanghsi. The Flying
Independent and the Flying Clipper, both Isbrandtsen line cargo vessels,
sailed from Shanghai 29 September with a reported combined cargo of
10,000 tons and passengel 1ists consisting principally of about 120
South Korean refugees. This action was taken despite a previous
Nationalist notice that the vessals, then in Shanghal, would be per-
mitted to depart only if they carried reither passengersg nor cargo ard
that they would be subject to #appropriate action" by the Chinese Navy
if they left port under any othez circumstances, The vessels were inter-
cepted outside the mouth of the Yangtze by Nationaliet warships which
threatened to fire if the US ships were not anchored immediately. While
refusing requests that the Flylng Independent be permitted to procesd
to Eorca with the refugees, and that both vessels be permitted to move
to safer waters, the Nationslis% naval unite roportedly ordered all
Chinese passengers transferred to a Chinese vessel and the cargo either
dumped overbeard alt once or returned to Shanghai for discharge.

After the llasters! refusal to comply with the Waval Commander's
orders, the two vesscls wele escorted, under threat of fire, to the
Nationalist port of Tinghal in the Chusen Archipelago, about 100 miles
southeast of Shanghai. Following the report to Isbrardisen's New York
office of the lasters® refusal, the vessels have been instructed by the
ovmers to proceed on thelr scheduled voyage without further delay "harring
phyeical violence or actual ghooting acroes the bow.” In any case, there
is 4o be no cooperation whatever with the Chinese navel forces, who nay
therefors be compelled, for example, to provide the physical means to
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unload the cargo or to move the vessels without use of thelr englnes,
The third Isbrandtsen wvesesl, the Flying Trader, which bhed been denied
entrance to Shanghal by tho intercepting Nationalist warships, remainsd
at anchor until the naval craft escorted the other vessels southward
and then slipped into Shanghel without incident. It reportedly carried
about 3,000 tons of cargo for Shanghal,

By demonstrating their ability to enfurce the closure, the
Nationalists have countered, in sffect, any comtention that the closure
is not legal becauss it is not effeotive. The Commmists, for thoir
part, have expedited the movement of the Isbrandtsen vessels in the
belief that any resclution of the blockads issue would probably re-
downd to their advantage. Successful defiance of ths Nationalists
by the Istrandtsen vessels, for exanple, would have opened the way for
further blockade running and the virtual collapse of the Nationalist
closure, thus providing Communist China with an outlet for vitally
needed trade with the outside world, Interception of the vessels, on
the other hand, could be hoped by the Commmists to produce s sericus
inecident inmvolving the US which might, in turn, result in use of the
US Navy to breek the blockade. The Communists probably hope that the
incident will in any case lessen sympathy in the U8 for the Nationalist
causs,

Although the IS does not recognize the Nationalist blockade and
has not protested the incident, US representatives have requested the
Chinese Foreign Office to state the basis for its action and its inten-
tion with respoct to an early release of tho vessels. Repeated requssts
from the Isbrandtsen Iine for S maval intervention have been denied.

The UK has been involved in simlilar incidents, end is following
this situation closely., In rccent weeks two British-flag vessels have
been detained by the Nationslists emd the carge of at loast one of them
confiscated. This action, which the UK presumably regarde as & viola~
tion of international law, led to a reletively mild officlal protost
to the Nationalists, demanding compensation for the confiscated property.
A patrolling British frigate, which escorted ome of the intercepted
British vessels out of Chinese Nationalist waters, is mow reported to
have been in contact with the Isbrandtsen vessels under British instrue-
tions to take no measurss to obtain release of the ™ wossels if detained
by "non-viclent" measures., The frigate, hewever, wae authorized to
intervens if necessary on "humanitorisn grounds" and to act in accord
with standing instructions if "violent measures” were attempted "clsarly
outside territorisl waters.®

The tactice thus far employed by the Isbrandteen Line in the entire

incident suggest a carefully premeditated attempt to force the issue of
the Shanghal blockede under the most favorable possible circumstances,

with a view to opening up a highly lucrstive trading area, The
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decision to enter Shanghal and thence to defy threatened action upon
departure was taken by the vessels®! owners without the sanction of the
S Department of State or the I Navy. According to the Nationalist
Governmentfs version of the incident, morsover, ontry imto Shanghal was
obtained by misleading information given &t the tims to a challenging
Nationalist naval eraft, It has boen reveaied that the vessels are
carrying, in addition to the Korean refugees, nationals of both the

S and UK, as well as almost 3,000 tons of 1S Army "through carge®

consigned to Xores. The company's radio messages, telegrame and

press releases, furthermore, have obviously been designed to exert

pressure for B Goverument intervention.

The entire sequence of events has clearly demonstrated that private
S citizens operating US-flag vessels in forelgn wators can play into
the hands of foreism interests desiring to precipitate favorable action
in matters concerning U8 foreign policy. Such conduet can lead to con-
sequences wnfavorsble to the 1S, which may seriously effect WS prestige
abroad snd commit the 1S Govermment to an undesirable course of actlon,

unnecessary ‘mder other circumstances.
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